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IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF HAWAIT

UNITED STATES OF AMERICA,
Plaintiff,
v. -
'LOU ANN PALERMINI MOSER, and
CARLA NEWMAN, '
d/b/a ACCOUNTING SERVICES
TRUST,

Defendants.
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COMPLAINT FOR PERMANENT
INJUNCTION AND OTHER . RELIEF;
SUMMONS

BMK

COMPLAINT FOR PERMANENT INJUNCTION AND OTHER RELIEF

Plaintiff, United States of America, for its Complaint

states as follows:
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Nature of Action

1. This action for injunctive relief is'broughf at the
request of a delegate of the Secretary of the Treasury, and
commenced at the direction of a delegate of the Attorney General
of the United States, pursuant to §§ 7402, 7407 and 7408 of the.
Internal Revenue Code of 1986 {26 U.5.C.) (I.R.C.).

Jurisdiction and Venue

2. Jurisdicticon is conferred on this Court by 28 U;S.C.

§§ 1340 and 1345, and by I.R.C. §§ 7402(a), 7407 and 7408.
Defendants

3. Defendants Lou Ann Palermini Moser and Carla Newman are
d/b/é Accounting Services Trust, with a business address of 549
Ka’awakea Road, Kailua, HI 96734,

4. Defendant Lou Ann Palermini Moser resides at 111A Hekili
St., No. 425, Kailua, HI 96734.

5. Defendant Carla Newman has a business address of 1247,
Kailua Road, No. F2, Kailua, HI 96734, |

Facts Common to All Counts

6. Moser, individually and through Accounting Serviées
Trust (AST), organizes and sells tax fraud schemes. Moser and
Newman, individually and through AST, prepare federal income tax
returns claiming inflated or fabricated deductions in order to

generate unlawful tax refunds for their customers.
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7. Moser holds herself out as a certified public accountant
and a tax attorney. On information and belief, she is neither.
Moser is neither licensed to practice law in Hawaii, nor licensed

as a certified public accountant in Hawaii.

8. Newman, Moser’s assistant, handles the elecuronic filing
of customers’ federal-income-tax returns.

9. Moser_and NeWman prepare individual and S—Corporation
federél income tax returns for their customers that falsely claim
ﬁon—deductible personal expenses as deductible business expenses.

10. Defendants prepare these returns bésed on one of two tax
fraud schemes: (1) Fabrication of deductions for military
expenses, or (2)Using S-Corporations as a means to improperly
claim tax deductions for‘noaneductible personal expenses.

11.‘Méser often does not sign returns she prepares. She
uéés TurboTax éoftware for individuals to prepére the returns and
has Newman electronically file the returns falsely indicating |
‘that they are “self-prepared” returns.

12. Moser provides customers with “copies” of theixr returns.
But, the “copies” provided to the customers are different from
the feturns she eleétronically files on their behalf. The
electronically filed returns reflect larger refunds than the
“copies” Moser provides to the customeré. This provides Moser
with the opportunity to retain part of the tax refund, since

Moser has her customers’ refunds directly deposited into Moser’s
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bank account, and she in turn writes checks to her customérs‘fér' '
their “income tax refund” but for the lesser amount refledted on
the customers’ “copy” of the return. |

13. The defendants’ customers pay approximately $15Q dollars
for each return filed, plus a $40 electronic filing Eee‘. On'r |
information and belief, customers pay $500 to defendanté_td.set
up S-Corporations on their behalf. |
The Military Deductions Scheme‘

14, Moser claims that she is an expert in deductions4for
military expenses and actively markets her return-preparation
business to miiitary personnel, In her sales pitches:to”enliSted
personnel she mentions the names of customers who are.officeré;

15. Moser has claimed to have 600 military customers. |

16. Moser promotes a tax fraud scheme specifically tafgeted
at her military customers. This scheme involves féléely advising
military customers that they are entitled to federal income tax
deductions not available to others, and prepafing tax»rétuﬁns
that unlawfully claim the improper deductions. |

17. Moser falsely advises customers thaﬁ.because they are in.

the military they are entitled to take the following.(amongst

other) “standard” deductions for personal expenses:

. 5416 for haircuts

. The cost of a “basic¢ plan” for a cell phons

. $80 for Battle Dress Uniforms

’ $80 for running shoes

. $600 for Roadrunner internet service; $340 for AOL

internet service
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. $32 for each day spent “in the field”
. 888 dollars per day for each day spent in schools such
as ranger school _
. $100 for CamelBak hydration gear
. $100 for Gerber/Leatherman knives
. ' $25 for canteens .
. $120 for Kiwi boot and shoe polish
" $100 for sleeping bags
. $15 and up for sunglasses

18. Moser further advises her militéry customers that they
do not need receipté'to claim these purported deductions because
of the supposed availability of the “standard” deduction ambuntsL
‘as listed above .

19, Moser gives each military customer a worksheet that
inquires about items the cusfomer has purchased or used over the
bast year, which specificaily includes, inter alia, the items
listed in parégréph 17 above. This worksheet also lists the
 supposed,“étandard deduétion” amounts for those items, as listed
above.

20,.Moser uses the customer’s responses to the worksheet
déséribed in paragraph 19 to prepare a federal incoﬁe‘tax return
on their behalf.

' 21. The federal income tax returns Moser prepares for
military‘customers include improper deductions for items checked
off on the worksheet.

'22. Moser’s customers are not entitled to tax deductions for

these items because they are non-deductible personal expenses, or
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because the military has provided the item(s) to the soldier or
offiéer, and thus no actual expense was incurzed.
The S—Corporation Scheme

23. Moser falsely tells non-military customers they_cah7use'
S—Corporatioﬁs to claim non-deductible personal expenseé as”'
deductible business expenses. She tells these customers.that‘
they can use an S~-Corporation to deduct their home mortgage
payments, homeowner’s insurance, and residential utiiitiés.as
business expenses.

24. On information and belief, Moser'told one customer'that
he “could give money to each of his four sons and take‘it as a
business deduction” by using Moser’s S~Corporation scheﬁe; 'she
told this customer that the “loss” for these payments to'hié sonsl
would flow through to his iﬁédme tax returp. |

25. Moser tells these customers that éhe will set up anis~_
Corporation for them. Moser does set up'the corporationé and
file S-Corporation tax returns for some of these custbmers; But
some customers found that Moser had not set up corporatioﬁs) or
filed S-Corporation returns, as she had’said she would} _

26. Moser also assisted at least one customer who owned a
business in evading payment of federal employment taxes. On
information and belief, this.customer and Moser together informed .
the customer’s managers that they would now be SfCorpbratidns

instead of employees. Moser set up S—Corporations for them, and
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the customer stopped withholding and paying over federal
employment taxés.
Additional Interference with Federal-Tax-Law Enforcement

27. Moser advises her customeré to obstruct and delay IRS
audits. Moser‘tpld a customer. to delay an already scheduled

~audit to a date after her husband’s military'deployment;‘and ﬁhen
falsely téllithe IRS that she had recelpts tQ‘substantiate her
deductions, but that the receipts were with her husbuand in
Afghénistan. Cn information and belief} Moser told another
cuétomer to schedule an iRS audit as fa£ in the future as
possible, and then, on the day of'the appointment, call the
revenue agent, falsely claim that the custdme:'s children were
sigk, and reschedule agéin as far in thé future as possible.

28. Moser‘has taken steps.to hide her activities from the
Government. In én attempt to stop the IRS from identzifying and
auditing her qustQmers, she has illegally stopped signing the
‘réﬁurns she prepares for otheré'as the return preparer. Moser
uses TurboTéx for individuals to prepare»the returns, and has
Cérla Newman electronically file them,falsely indicating they
were “self-prepared” by the customer.

29. Moser has sold her schémes'to hundreds of customers, and
she and Newman have filed hundreds of returns in conjunction with

the schemes. The IRS estimates the current tax loss to the
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Treasury as a result of these tax fraud schemes at ovér $4-
million for the tax year 2003 alone.

30. Moser continues to promote these tax fraud 5Chemes.
Newman continues to file incame tax returns based on MoSérfs'
schemes, and assist Moser in%eVery aspect of her return—-.'
preparation business. - |

| Count I: : | S
Injunction under I.R.C. § 7408 for promoting a tax fraud tax
scheme and aiding and a.betti!;g undexrstatements of tax liabi;ity

31, The United States iﬁccrporates'byjreferénce t3e 
allegations in paragraphs 1 ﬁhréugh 30.

32. I.R.C. § 7408 authdfizes a court to enjoin persons who
have engaged in any conduct éubjeét‘to pénélty under
I.R.C. §§ 6700 or 6701 if the court finds that injunctive'relief
is appropriate to prevent the.fecurrenée of sﬁch conductf' '

33. I.R.C. § 6700 penalizes,any peréoﬂ.who organizgs.or.
sells a plan or ariangement dnd'makes, in éonnection with
organizing or selling the pléntor arrangemént; a statemént:
regarding the allowability of any'deductioﬁ'or credit, the
excludability of any income,fof'the securiﬂg.of any other tax
benefit that the person knowsabr has reasoﬁ to know is false or
fraudulent as to any matefialimatter. |

34. I.R.C. § 6701 imposeéta penaity oﬁ any pefson who
prepares, presents, or assists in preparing or presenting‘a

return, affidavit, or other document that the person knows or has
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reason to believe will be used in connectién with anv matérial
matter arisingﬁunder the intéﬁﬁél'revenue #aws, and that the
'-persoh knows would (1if used)irésult in an ﬁnderstatement of
. another person’s tax liabiliffﬂ:

35. Moser organizes and;ﬁélls'taX'fradd schemes. In
organizing and seiling theseiséhemés, she ﬁakes false and
fraudulent étatements‘regarding'the“taxrbéﬂefits available to
customers. She knows or hasjféason to’knoﬁ that ﬁheﬁe statements
are false and fraudulent staﬁéﬁentsvwithih;the meaning of I.R.C._'

S 6700f ‘

36. Mosér and‘NeWman prépéfe, presénté ana assist‘ih
pfeparing.and preéenting fedéﬁél incomé;ta%‘returﬁs, amended
federal income tax returhs, énﬁ,other‘d6Cu@ents that Ehey know or
héﬁe reason.to.know.will be QSéd in cdnhecﬁibn with material.
matters arisirg under the inﬁeéﬁal fe?enueglaws.

37. Moser and Newman knéwfthat #Heée Eeturns and other
“documents wili (if uséd) ;esﬁlﬁiin understétements of théir
customers’ tax liabilities. | ‘

38; If they are ﬁot enjéihéd,‘Moéeé ié likely to continue to
organize and sell tax:fraud écﬁémes, éﬁd Méser and Newman are
likely to continue to:preparé éﬁd pﬁeSeﬁt federal income tax
returns and amended réturns ﬁﬁéérstétiné:tﬂeir customers’ tax
liabilities. The IRS asserted penalties against Mossr in 1992

and 1993 for her preparation of false and fraudulent returns.
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Despite this, Moser continues{tc prepare federal income tax
returns with false and fabridated deduttions.
39. The United States 13 entltled to an 1n3unct:on under

I.R.C. § 7408 to prevent the defendants from engaging in conduct

subject to penalty under theiInternaljRevenue Code..

Count II'
Injunction under I R.C. § 7407

40. The United States 1ncerporates,by reference the“
allegations in paragraphs 1 tﬂteughESQy
© 41. I.R.C. § 7407 authofi%és afcdutt to enjoin a person from
acting as an income tax retufﬂfﬁreperer-if‘the court fiﬁds that,
the return preparer‘has contiheellydot tepeatedly:

a. engaged in conduct subject to penalty under
I.R.C. § 6694, which penalizes a return
preparer who prépares or. submits a return
that contains an unrealistic position, or
I.R.C. § 6695, . which penalizes a return
preparer who fails to sign returns, include
their 1dent1fy1ng number, keep a list of
clients, or turn over the client llSt to the
JRS upon request,

b. misrepresented his eligibility to practice -
before the IRS,. or otherwise mlsrepre"ented
his experlence or educatlon as a return
preparer; . ‘

c. guaranteed theebéymeﬁt}of'any,tax refund
or allowance Offany credit: or :

d. engaged in any other fraudulent or deteptlve
conduct that substantlally interferes with
the proper administration of the Internal
Revenue laws;

10
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'and the court finds that injunctive relief is appropriate to
prevent the recurrence of such conduct and that a narrower

injunction (i.e., one prohibiting iny'SpeCific conduct) would

not be sufficient to preventfthat person’s interfererce with the
proper administration of the‘ihterﬂélirevenue laws.
42. Mosexr and Newman are. federal income tax return preparers

within the meaning of I R.C. § 7407

43. Moser and Newman, indiv1dually and through AST, have

'prepared on behalf of thelr customers numerous federal income tax'

returns that understate the customer s federal income-tax
liability based on Moser’s tax fraud schemes.‘ Meser and Newman

“have also prepared on behalf. of their customers numerous amended

federal income tax returns improperly requesting refunds of

federal income taxes paid for multiple tax years based on Moser’s
tax fraud schemes. Additionally, defendants have prepared -
fraudulent S corporation income.taXcreturns for customers

part1c1pating in the sham S- Corporation scheme, all of which

contained unrealistlc pOSitions 1n:Liolation of I.R.C. § 6694,

a4. Moser and Newman fall to Sign and fail to wrovide

1dent1fy1ng numbers on, the federalﬁincome tax returns they

prepare and submit to the: IRS on behalf of their customers.

45. Moser has misrepresented herSelf to customers as an

attorney and an accountant.

11
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’

46. If defendants are notfehjdinedﬁunder I.R.C. § 7407 from
preparing or assisting in the preparatlon of tax returns and

related documents, they are llkely'to contlnue prepallng false'

and fraudulent federal-income- tax returns, and interfering with

the internal revenue laws.

Count III
Injunction under I.R.C. 7402(a) for Unlawful Interference v
‘'with Enforcement of the Internal Revenue Laws ‘
47. The United States lncorporates by reference the.

allegations in paragraphs 1 through 46

48, I.R.C. § 7402 authorlzes a court to issue ozders of
injunction as may be necessary,or approprlate for the enforcement

of the internal revenue 1aws;

49. Defendants, through the actlons descrlbed abOVe, have

engaged in conduct that 1nterferes substantlally with the

administration and enforcement of the 1nternal revenue. laws

50. Defendants’ conduct results 1n 1rreparable harm to the

United States. Defendants’ conductfls caus;ng and will contlnue

to cause substantial revenue losses to the United Stutes

Treasury, much of which may be unreeoverable.

51. If defendants are nef'enJOLned they are llkely to

continue to engage in conducththat:Lnterferes.w1th the

enforcement of the intermal revenue;laws
52. The United States will suffer 1rreparable injury if the:

defendants are not enjoined. These 1njur1es substan11ally

12
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‘outwelgh the harm to the defendants of requlrlng them to obey the
federal tax laws and barring them from actlng as tax-retuzn

preparers.

53. An injunction that atoﬁe défendants’ illegal activity is

- in the public interest.

54. An injunction underl§ ﬁ“a)nis_necessary and

appropriate.
55. Thus, the United.Stat_a'i ‘entitled to injunctive relief

under I R. C‘ § 7402 (a) .

The Unlted States requests:the follow1ng relief:

A. That the Court- flnd tnat MCser has engaged in conduct

subject to penalty under I.R. C”V§ 65bo,gand that Moser and

Newman, individually and together,. aveﬁengaged in conduct

subject to penalty under‘I.R.C §67 l,'énd_that injurctive relief

- is therefore'appropriate under '§ﬂ7408 to prevent

defendants, and any business entity through;which either or both

may operate, and.anyone acting in cfnceft with either or both Of‘

them, from engaging in'further éuch conduct or any other conduct

subject to penalty under the Internaﬂ Revenue Code;

B. That the Court flnd that Moservand-Newman, individually

and together, have engaged 1n "onduct subject to penalty ‘under

I.R.C. §§ 6694 and 6695, and that 1njunct1ve rellef is

approprlate under I.R.C. § 7407 to prevent defendants, any

bu51ness entity through which elthe or;both may operate, and
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anyone acting in concert7withﬁeithe ofﬂboth of them, from

engaging in further such,condu t‘ou froﬁ”pfeparing federal income
tax returns for others;ﬁ
C. That the Court flnd that M ser and Newman have engaged

in conduct that lnterferes w1t“, 1nternal revenue laws, and .

that injunctive relief agalnst -hem any bu31ness entlty through

which either or both of them opetat ; and anyone actJng in
concert with either or hoth o% hhem 1s approprlate to prevent
the recurrence of that eonduct ureiant ‘to the Court’s powers
under I.R.C. § 7402(a); ' i- i

D. That the cOurt;jbursugnt £ ?Ijﬁ7c? §§ 7408, 7407 and
7402 (a), enter a permanent iné ‘ n prohlbltlng Mo=er and
Newmen, individually, togethet and ozng bus1ness as or through
any entity, and anyone ecting%;n;co eerth1th‘them,‘irom dlrectly

or indirectly:

or selllng any tax shelter,
at ‘advises or encourages

o v1olate the internal.
ully evade the assessment or
deral tax liabilities;

(a) Organizing, promotin
plan or arrangefient
taxpayers to attempt
revenue laws or’
collection of th

ubject to penalty under
ngiselling, organizing or
izdtion of a partnership,-
stment. plan or arrangement,
gement’ about which the
tatément with respect to the
dUCtlon or credit, the
excludability of,any ncome,'or the securing of
any other tax benefit by reason of holding an
interest in the entity or participating in the
plan or arrangement whlch the defendant knows or

(b) Engaging in acti
I.R.C. § 6700, :
assisting in the
other entity, an
or other plan or
defendant has made a
allowability of' any d
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(e)

(£)

(1)

‘document relatcd to

dio17

has reason to kn”” false or fraudulent as to a
material’ matter i
Engaging'ln act
I.R.C. § 6701, in
preparing, or a: 315
materlal matter under the

that includes a position

in‘an understatement of tax

internal revenu
they know will
llablllty,‘

ubject to penalty under
ng:preparing federal tax

oxr-recklessly understate
bility;

Engaglngglh.act
I.R.C. § 6694,
returns: that wi
federal: income-:

'ty subject to penalty under
_nternal Revenue Code:;

Engaging in any
any provision o:

'Making false réﬁrése atﬁons that:

S quporatlons to convert
ibusiness expenses, thereby
1g- their income tax

reducing or ell
llablllty,

are entitled to deductions
;1ncurred as a result of
imllltary,

%‘are entltled to deductlons
ag -arresult of being
;ry‘that were reimbursed by

(3) Mllltary personnf
for expenses incurre
employed by the milif
the mllltary P

e 'set up of any type of
ited liability company, or
entities which advocates

]

l‘gnce with the federal tax

Selling or organ
corporatlon, trust,

arrangement of busin
or fac1lltates no Eatele
laws,

;the preparation of
any Other person or

Preparlng or ass ‘
federal tax returns Fe
entity; ‘

ctlv1ty subject to penalty
701 6694 or 6695;

Engaging. in any“épﬁer
under I.R.C, §§f67QO,
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(3) Adv151ng or aSSlmtl
obstruct IRS 1nvest

{k) Engaglng in othe

interferes with: the:

enforcement of

E. That this Coﬁrt}*pursnaht

permanent 1njunctlon requlrlng

Court’s injunction order,

names, addresses,
or tax identificationénﬁmﬁers,
persons for whom ﬁheyihévé‘pre

F. That this Cou%£, purs
permanent injunction rééuiring
means of a letter to béfébprov
all persons all%ﬁeréons

Court,

income tax returns, and inform

concerning the falsitygdffdefeq an

a copy of the injuncti@hfagain

Court, within 15 days éf?ﬁhe datg

certification that the?.ﬁéﬁe done

G. That this Court,

injunction prohibiting*MbSér from

attorney or an accountant,,

H. That this COurt orderﬁ

in post-judgment discoVery'to.éh$Ur‘

permanent injunction;

US ATTORNEY

‘to pr vide:

e—mall-addressésﬁ

;pursua

do1s

‘otﬁérs to delay and/or
ations and examinations:; and

duct that substantially
roper administration and
terﬁal{revenue laws.

o f“ﬁ.c. S 7402(a), enter a

dan é; W1th1n 15 days of the
to the Unlted States the

and soc1al seCurJty numbers'

elephone numbers of all

federal-income-tax retuxrns:

o I.R.C. § 7402(a), enter a

by -

éfegdénts to contact,

representations, attaching
nts; and to file with the.
¢ injunction order, a.

C.§§ 7402(a) enter an

senting herself to be an

compliéncé with the
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I. That this Court. shall jurisdiction over this

‘action foxr purpose of implemen enforcing the final

‘judgment and all addiﬁiénal decree |'orders necessary and

approprlate to the publlc 1nterest

J. That thls Court grant fd States such other and

further rellef lnclud;ng,lts ¢ ris‘ﬁust and equitable.

DATED: April 13, 2005, at

‘ KUBO JR.
-St“,tes Attorney
't of Hawaii
CHING

J.Si Attorney

L "

o~

‘307 -0401
'514-6770
‘Brown@usdoj. jov




